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KEY ECONOMIC INDICATORS: MALAWI 
(in millions of U.S. dollars, unless otherwise indicated) 


Average Exchange Rates: 

1978: US$1.00 = MKO.8437 
1981: US$1.00 = MKO.9000 
1982: US$1.00 = MK1.0989 
1983: US$1.00 = MK1.2000 


INCOME, PRODUCTION, % Change** 


EMPLOYMENT 19821 19832 (1982-83) 


GDP at Current Market 

Prices $1279.1 $1262..7 $1316.8 
GDP at Constant 1978 Prices 913.3 940.8 974.6 
GDP Per Capita (current 

market prices) £ih03 204.0 200.3 
GDP Per Capita (current 

market prices) 206.4 200.4 199.5 
Gross Fixed Capital 

Formation 235.8 197.4 4i2.3 
Paid Labor Force (1000) 358 342 350 
Index (1970=100) of 

Manufacturing Output 246.9 228.8 242.1 
ADMARC Domestic Purchases 

(Thousand Metric Tonnes) 215.8 302.4 302.4 


MONEY AND PRICES 


Money Supply 
Inflation Rate 


BALANCE OF PAYMENTS AND 
TRADE 


Foreign Reserves 22.6 
External Public Debt T4128 
Annual Debt Service Ratio 43.533 
Balance of Trade 
Exports (f.0.b.) 234.0 
U.S. Share “340 
imports {¢c.1.f.) 310.6 
U.S. Share idee 
Balance of Trade -76.6 


Sources: Notes: 


Reserve Bank of Malawi lpreliminary figures 
National Statistical Office 2Estimate 


International Monetary Fund 3prior to 1982 debt rescheduling 
*USDOC , 
**% changes calculated on Kwacha data to eliminate rate fluctuations. 





I. GENERAL ECONOMIC SITUATION AND TRENDS 


SUMMARY 


In 1982, the Malawi economy rebounded from two years of recession to 
register real growth of three percent. In 1983, Malawi was able to 
overcome several (mostly exogenous) obstacles which threatened to stall 


the recovery with the result being that further moderate expansion 
occurred. 


The improved performance of the local economy was due in large part to 
expanded production in the country's agricultural estate sector which 
produces the bulk of Malawi's commodity exports (chiefly tobacco, tea, 
and sugar) and improved efficiency in the operation of the parastatal 
sector. For its part, the Government acted to curtail excessive external 
borrowing, arranged for a rescheduling of public debt payments to correct 
an eroding balance of payments position, and implemented budgetary 
measures to curb deficit spending and obviate its past absorption of 
large portions of available domestic capital. 


While Malawi remains threatened by constraints to its economic develop- 
ment (such as regional transport difficulties, overdependence on its 
three primary agricultural exports, and continued slack demand in its 
European markets, the performance registered over the past two years 
gives rise to optimism that continued growth can be sustained as 
generalized recovery begins to take hold in the Western economies. 


GENERAL 


The Malawi economy grew at the rate of nearly three percent in 1983, 
showing surprising strength and resiliency in the face of a series of 
negative developments on both the international and domestic scenes. 
Impressive gains were reported in output from agriculture and from 

the manufacturing and utility sectors. The expansion of the economy 

in 1982 had more than compensated for a 0.8 contraction endured in 1981 
and marked the first significant growth in output since 1979. The 
narrowly-based recovery was clearly fueled by the 21.4 percent expansion 
in the estate agriculture sector, which benefited from increased world 
demand and higher prices for its two primary commodities, tobacco and 
tea. Smallholder agricultural production grew at a 2.4 percent rate 
while general improvement was recorded in the various service sectors 

as well as in retail commercial activity. Contraction was recorded in 
the manufacturing, construction, transport, and financial sectors, but 
with the exception of manufacturing, the deterioration was not as severe 
in 1982 as in the previous year. 


Given the problems which confronted the economy in 1982, the growth 
recorded was remarkable. During the year, Malawi was faced with a 
breakdown of its traditional international trade transport links through 





Mozambique, an 80 percent reduction in access to its historically pre- 
eminent sugar market, the United States (due to U.S. sugar import quotas), 
a mushrooming external debt burden and a weak parastatal sector. To its 
credit, the government managed to address these problems effectively and 
prevent their acting to abort economic recovery. The flow of goods was 
Maintained by resorting to an elaborate and imaginative road and rail 
network providing access to the ports in South Africa; new external 
borrowing was reined in and commercial and bilateral (government-to- 
government) loan repayments were rescheduled; and a reform program was 
initiated in the parastatal sector. The substantial decrease in sugar 
earnings, incurred when the bulk of production was forced onto the world 
spot market, was offset by a fortuitous increase in earnings from the 
country's other commodity exports. 


Despite a downturn in world tobacco prices, unit value losses will be 
substantially offset by increased volume. Demand for Malawi tea has 
been steady while the erosion of sugar earnings appears to have been 
halted (albeit at a drastically reduced level). The most striking de- 
velopment in the agricultural sector in 1983 was the emergence of Malawi 
as a significant regional supplier of food. Corn exports, which were 
not a factor in the past, became a foreign exchange earner in 1983. 


The long-term outlook is more difficult to discern. Despite being 
poorly endowed with resources and trained manpower at independence in 
1964, Malawi was able to achieve an enviable record of sustained growth. 
In the decade of the 1970's, annual real growth averaged between six 

and seven percent. The recession of 1980-81 was a result of the con- 
vergence of several factors, some of which were the result of government 
miscalculations (such as the explosive expansion of public debt), 

others due to purely exogenous constraints (abnormally high interest 
rates, global inflation, reduced demand in the Western economies, and 
depressed commodity prices). Having weathered the storms of recent years, 
Malawi is now confronted with a different set of obstacles. The in- 
tractable civil strife in neighboring Mozambique has extracted an 
economic price from Malawi in recent years. The denial of access to 

the country's cheapest and most logical trade routes imposes an involun- 
tary tax on the nation's international commerce which places an unfor- 
tunate handicap on Malawi's efforts to stabilize its balance of payments. 


The instability of its neighbor may also affect Malawi's ability to 
attract foreign investment. The recent nonaggression agreement between 
South Africa and Mozambique could help to relieve some of the transpor- 
tation problems that Malawi has been faced with. Added to these con- 
straints is the pressure that Malawi's 2.9 percent population growth 
rate will place the country's ability to maintain self-sufficiency 

in basic food production and employment opportunities for its citizens. 
In its favor, Malawi has shown an ability to learn from past mistakes 
and adapt to changing economic situations while remaining committed to 
a mixed economy which offers ample opportunity for capitalist-oriented 
entrepreneurial innovation and recognizes the need for production 
incentives. 





Malawi remains on the United Nations' list of the world's 31 least 
developed countries. Per capita income increased only marginally in 
1982, and, in fact, declined when expressed in U.S. dollars. Currently, 
per capita income is estimated at $200 per year. 


BALANCE OF PAYMENTS 


Malawi registered a balance of payments deficit of $42.5 million in 1982, 
slightly higher than the deficit recorded in 1981. The sharp deteriora- 
tion in balance of payments performance since 1980 (when a surplus was 
registered) is largely a result of two unrelated factors: 


(1) Disruption of traditional trade routes which has kept non- 
factor services deficits high, thereby diluting progress 
made toward reducing the current account deficit, and 


(2) a government clamp-down on external borrowing which has lowered 
capital in-flows resulting in reduced capital account surpluses. 


On the current account side, Malawi recorded a $16.6 million surplus in 
the balance of merchandise trade, the second successive year in which 
the value of exports has exceeded that of imports. This achievement 
was overwhelmed, however, by a $140 million deficit in the service 
category, leaving an overall current account deficit of $123.4 million, 
which nonetheless compares favorably with the $154.6 million deficit 
recorded in 1981. 


The capital account surplus declined from $116.3 million in 1981 to $64 
million in 1982. As stated above, this was due to the government's 
decision to restrain external borrowing. Net public sector borrowing 
increased only slightly over the previous year from $38.6 million to 
$40.2 million, far less than the $151.2 million borrowed by the Govern- 
ment and state-owned corporations in 1980. In the private sector, 
borrowing was sharply curtailed, going from net in-flows of $14.4 million 
in 1981 to net out-flows of $4.7 million in 1982. The reduced capital 
account surplus was also affected by a reduction in the level of 
government transfers (primarily aid). Net transfers fell to $31.4 
Million from $46 million the previous year. 


Together, the current and capital accounts registered a deficit of $59.4 
million in 1982. The overall deficit of $42.5 million is obtained after 
taking into account the $16.9 million in debt relief granted after Paris 
and London Club negotiations in the latter part of 1982. Malawi's 
commercial debt payments were rescheduled under London Club auspices 

for the two-year period beginning September 1, 1982. The Paris Club 
agreement, which covered bilateral government-to-government lending, 
rescheduled payments due between July 1, 1982 and June 30, 1983. In 
October 1983, the Malawi Government was granted another one-year Paris 
Club accord to cover the July 1983-June 1984 period. 





Gross. official reserves fell sharply from $45 million at the end of 1981 
to $22.6 million in December 1982. As recently as 1980, gross reserves 
exceeded $72 million. Gross reserves are estimated to have declined 
further in 1983 to a level of approximately $15 million, which provides 
coverage for little more than a two-week supply of imports. In mid-1983, 
net reserves were a negative $145.4 million. 


Public sector external debt is currently estimated at $784 million. 
The massive size of this debt relative to the local economy made debt 
servicing the primary economic concern in 1982 and led to the request 
for debt rescheduling. Malawi's debt service ratio (debt service as 
a percentage of export earnings) reached nearly 50 percent before the 
1982 rescheduling. The debt service ratio for 1983 is estimated at 
17 percent. 


Malawi's currency, the Kwacha, was devalued by 12 percent against the 
SDR on September 17, 1983. This followed a 15 percent official deval- 
uation in 1982. Since the end of 1980, the Malawi Kwacha has lost over 
35 percent of its value relative to the U.S. dollar. 


Malawi's balance of payments position can be expected to improve. The 
currency devaluation should restrain the growth of imports while the 
rescheduling agreements will stem capital outflows. In September, 1983, 
Malawi concluded a three-year SDR 100 million ($105 million) Extended 
Fund Facility agreement with the International Monetary Fund. Malawi 
has also been provided a $56.5 million Structural Adjustment Loan from 
the International Bank for Reconstruction and Development (World Bank). 


EXTERNAL TRADE 


Malawi recorded a $76.6 million deficit in its 1982 visible balance of 
trade (imports at c.i.f. value) with imports of $310.6 million against 
exports worth $234 million. This represents marginal slippage from the 
1981 external trade performance when the trade deficit was $71.6 million. 
Malawi has not had a trade surplus since independence in 1964. The 
preliminary outlook for 1983 was gloomy for several reasons. Transport 
problems have delayed the dispatch of most commodities and increased 
the delivered cost of imports while prices for Malawi's commodities 
have been depressed. In addition, large quantities of imported fertil- 
izer which normally would have been received in 1982 did not arrive 
until 1983. While a bumper corn crop allowed Malawi to become a 
Significant regional food supplier in 1983, this will not be enough to 
offset negative developments, pointing to an almost certain ballooning 
of the visible trade deficit to over $100 million. 


Malawi's 1982 export total of $234 million was down 18 percent from the 
$286.1 million worth of goods exported the previous year. Most of this 
decline was due to reduced earnings from sugar which was the victim of 
a collapse of world prices and sharply reduced access to the U.S. market 
as a result of U.S. imposition of import quotas. Malawi's share of the 
U.S. sugar import quota has been raised for 1984. Traditionally, Malawi 





has relied upon tobacco, tea, and sugar for over three-quarters of its 
export earnings. 1982 was no different as the three crops accounted for 
86 percent of the total. Tobacco was substantially more important than 
in recent years, however, accounting for 59 percent of all earnings 

on sales of $133.9 million, up from $112.9 million in 1981. 


Tea earnings increased from $34.6 million in 1981 to $43.3 million in 
1982, registering the largest proportional increase of any major export 
crop (25 percent). As stated above, sugar earnings nosedived in 1982, 
plummeting from $75 million the previous year to only $18.5 million, 

a contraction of over 75 percent. Also troubling was the continued 
decline in groundnut earnings. Due to a combination of unfavorable 
growing conditions, producer indifference, and disease, groundnut 


earnings have fallen from $19.5 million as recently as 1980 to less than 
$5 million last year. 


The United Kingdom was Malawi's best customer in 1982, purchasing 28.6 
percent of total exports ($67 million). The U.S. market became con- 
siderably less important in 1982, due largely to access restrictions 
imposed by the sugar import quotas. American purchases of all products 
fell from $75 million in 1981 (when it was Malawi's top-ranking market) 

to only $23.5 million in 1982. However, at ten percent of total exports, 
the U.S. is Malawi's second most important market. Other major purchasers 
include West Germany (9 percent), the Netherlands (7 percent) and 

South Africa and Zimbabwe (6 percent each). 


The value of imports fell 13 percent in 1982 to $310.6 million. This 
figure is probably not indicative of Malawi's actual import requirements, 
however, aS transport disruptions distorted the trade picture in 1982. 
The trend in imports in recent years has been away from capital goods 
and transportation equipment toward increased purchases of industrial 
materials and fertilizers. Fuels and lubricants account for approxi- 
mately 17 percent of all imports ($53 million in 1982) while consumer 
goods made up 13 percent of the total. 


Malawi's major supplier is the Republic of South Africa with 36 percent 
of the market. The United Kingdom is a distant second with 15 percent 
share, followed by West Germany and Japan (6 percent each) and Zimbabwe 
(5 percent). The United States share of the import market was only 

3.6 percent ($11.2 million). 


Malawi's terms of trade turned slightly upward in 1982. The terms of 
trade index stood at 65.25 at the beginning of the fourth quarter of 
1982, up from 64.78 registered twelve months previously. Export 

unit values increased by nine percent while the unit value of imports 
was up eight percent. While this was the second successive year of 
improvement in this measurement, the index is a clear indication of how 
world markets have turned to Malawi's disadvantage since the base year 
of 1970 when the index was pegged at 100. The terms of trade index 
deteriorated significantly in 1983, reflecting lower unit values for all 
varieties of tobacco. 





BUDGET 


The Government has made great strides in recent years towards reducing 
deficit spending and easing the burden that the large deficits of prior 
years had placed on domestic credit resources. The progress that has 
been achieved is a direct result of the Government's awakening to the 
ruinous effect that proliferating deficits were having on the economy 
and has come only after a painful reassessment of spending priorities. 
The government budget for the fiscal year which began April 1, 1984 

was presented to the National Assembly in late March. For comparison 
purposes, the budget will be analyzed using local currency values due 

to the devaluations of 1982 and 1983. In nominal terms, expenditures 
increased to MK 324.4 million in the revenue account and MK 164.6 
million in the development account, a total of MK 489 million. The 
total budget for 1983 was MK 431.4. The budget has a deficit of MK 88.8 
up from the total of MK 60.9 for the previous year. To partially offset 
the deficit, the Government has imposed four new revenue collection 


measures to include the cessation of the Government subsidy to the oil 
industry. 


The revenue expenditures and development account expenditures are 
composed of the following: The MK 324.4 million net revenue expenditure 
comprises the public debt allocation of MK 114.8 million; a voted 
expenditure of MK 284.4 million; and a statutory expenditure of MK 5.2 


million. Fifty-eight percent of the development account expenditure, 
about MK 95.5 million, is allocated to transport, agriculture and 
education, while the sectors of health, forestry, natural resources, 
posts and telecommunications and water and sanitation will receive only 
slight increases. The funding for these developmental expenditures 
will come from external loans of MK 72.6 million, grants of MK 51.7 
million and locally-generated and borrowed funds of MK 48.3 million. 


EMPLOYMENT, WAGES, AND PRICES 


Malawi's total potential labor force is estimated to number 2.6 million. 
Of these, only 350,000 are employed in the wage sector. Roughly one-half 
of the paid labor force is employed in the agricultural sector. This 
group is at the bottom of the wage scale with monthly earnings averaging 
$21.00. Government (at all levels) is the next largest employer with 

22 percent of the total followed by "community, social, and personal 
services," 15 percent, and manufacturing, nine percent. 


In 1982, the average wage for all workers in all sectors was $48.50 
per month, an increase of 18 percent over the previous year's average 
when expressed in local currency, but a slight decline when converted 
to dollars. If agricultural workers are excluded from the calculation, 
the average monthly wage for the rest of the workforce is $77.00. The 
highest paid group of employees are those engaged in the banking and 
insurance sector whose monthly earnings average $164.00. 





According to the Government of Malawi, the inflation rate was approxi- 
mately 1.5 percent in 1983. Figures obtained from the National Statistics 
Office indicate that 15 percent is slightly less than the median infla- 
tion rates for 1983. These figures reflect an inflation increase of 


17.1 percent for high income groups and 14.07 percent for low income 
groups. 


AGRICULTURE 


Agriculture has always been the mainstay of the Malawi economy. Almost 
90 percent of the population reside in rural areas and engage in sub- 
Sistence farming. In addition to providing employment for half of the 


paid labor force, agricultural production is responsible for over 
90 percent of Malawi's exports. 


Tobacco production surged to record levels in both 1982 and 1983. The 
1982 yield was 58.5 million kilograms, while in 1983 growers harvested 
some 75 million kilograms. The dramatic increase in 1983 production 
was due to increased acreage devoted to burley cultivation in response 
to high auction prices paid in 1982. Unfortunately, however, the 
increased production saturated the local burley market, contributing 

to sharply reduced prices and marginal profitability for most producers. 
As a result, a production quota system has been introduced to limit 
future burley production to levels more in balance with demand. The 


tobacco production record set in 1983 will therefore likely stand for 
several years to come. 


The 1982 crop earned $122 million on the Lilongwe and Limbe Auction floors, 
eleven percent above the previous year. 1983 earnings were about $105 
million. The burley variety accounted for about 60 percent of total 
production in 1983. With the imposition of production quotas, the 

product mix should return to that which prevailed in 1982 when burley 
accounted for 47 percent of the total, followed by flue-cured (39 percent) 
and fire-cured (11 percent). Small amounts of sun/air cured and oriental 
tobacco are also produced in Malawi. 


Tea production measured approximately 33 million kilograms in 1983, down 
from a record 38 million kilograms in 1982. A robust pricing environ- 
ment should result in a substantial increase in export earnings for the 


1983 crop. Export earnings from the 1983 crop should total a record 
$45 million. 


Malawi produced approximately 180,000 metric tons of raw sugar in 1983 
and 171,494 metric tons in 1982. Approximately 64 percent of total 
production is in excess of local needs and produced for export. Low 
world prices, U.S. import quotas, and transport problems pushed export 
earnings down 75% in 1982 to $18.4 million. 1983 earnings have so 

far reached $16 million. The poor outlook for substantially increased 
world prices in the near future suggests that the local industry will 
remain in difficult straits for some time to come. 
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It has long been a source of national pride in Malawi that it is self- 
sufficient in the production of its basic food crop, corn. Most corn 
production is consumed by the subsistence producer with only the surplus 
entering the cash economy through sales to the parastatal Agricultural 
Development and Marketing Corporation (ADMARC). The volume of ADMARC 
purchases is therefore a reliable indicator of the success or failure 

of the corn crop relative to consumption requirements. Producers 
increased acreage devoted to corn production in 1982 in response to 
improved price incentives. As a result, ADMARC purchases increased to 
246,100 metric tons, an astounding 80 percent increase over the previous 


record purchase of a year earlier. ADMARC's purchases totaled 260,000 
metric tons in 1983. 


The country has produced enough surplus corn to accumulate a sizeable 
strategic food reserve while, at the same time, emerging as a major 
regional food exporter in the wake of drought in the surrounding 
countries. Given the continuation of favorable domestic producer 
prices and climatic conditions, and deficit grain positions in neigh- 
boring countries, Malawi should be able to count on a steady stream of 
export earnings from corn in 1984 and beyond. 


In addition to the above crops, Malawi produces groundnuts, cotton, 
rice, coffee, and pulses. Of these commodities, groundnuts is the most 
important export crop. However, due to substantial plantings of coffee 


trees in recent years, coffee should soon emerge as a significant 
export earner. 


MANUFACTURING AND CONSTRUCTION 


The index of manufacturing output declined by 7.3 percent in 1982. The 
decline was attributable in part to difficulties encountered in obtaining 
raw materials and fuel as a result of disruptions in external transport 
lines. From the standpoint of the country's balance of payments position, 
however, the decline in manufacturing output was insignificant, as 
export-oriented industries were able to hold their own, and, in fact, 
registered a healthy 10.1 percent increase. The increase in industrial 
production for export was doubly encouraging in that it reversed a 
two-year trend of decreasing output. Export industry recovery remains 
incomplete, however, with the output index still standing some five 
percent below where it stood at the end of 1977. 


Among manufactured goods for domestic consumption, only footwear, 
clothing, and textiles showed increased output. Production of these 
items improved by 6.7 percent. A decline of 3.2 percent was recorded 
for output of food, beverages, and tobacco while production of inter- 
mediate goods (mainly for building and construction) slumped 24.6 
percent, settling at its lowest level since the index was established 
in 1970. Performance in 1983 should be substantially better across the 
board, reflecting Malawi's having adapted itself to long lead-times for 
receipt of imported industrial inputs and a generalized, if weak, in- 
crease in economic activity. 
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Country-wide. building and construction statistics are not maintained 
by the National Statistical office. Available data for Blantyre and 
Lilongwe suggest that this sector's performance was static in 1982. 
The value of private buildings completed in the two major cities was 
up only slightly, from $8.4 million to $8.7 million, while planned 
private and government construction approved in 1982 declined by about 
10 percent to $32 million. The same level of activity with marginal 
improvement possible was expected in 1983. 


TRANSPORTATION 


Malawi's rail system was built to feed into that of Mozambique, ulti- 
mately terminating at the Indian Ocean ports of Beira and Nacala. 
Malawi does not have a rail link to any other country. This system 
served the nation well from independence until about 1980, when 
maintenance inadequacies, management shortcomings, and an insurgency 
in Mozambique transport sector began to have a serious effect upon 
the reliability of the Mozambique transport sector. Since the begin- 
ning of 1982, there has been a steep downturn in the amount of export 
and import freight carried through Mozambique, reflected by the reduction 
in international trade tonnage carried by Malawi Railways during the 
same period. 


In 1980, Malawi Railways handled 742,000 metric tons of imports and 
exports. By the end of 1982, annual tonnage had dwindled to 472,000 
metric tons. The record for 1983 will be even worse as insurgent 
activity has kept the Beira line closed for most of this year while 

the Nacala line has been plagued by equipment and infrastructure break- 
downs and general inefficiency. It is estimated that no more than 
250,000 metric tons of international trade cargo will be carried by 
Malawi Railways in 1983. As an alternative to the Mozambican routes, 
Malawi has been forced to resort to expensive long-haul trucking for 
most of its international trade transport needs. Under the new system 
that is taking shape, most of Malawi's international traffic now passes 
through South African ports, although some use is being made of the 
Tanzanian port of Dar es Salaam. 


The economic impact of this unfortunate situation has been substantial. 
Delivered costs of imports have risen while shipping expenses have 
rendered high-bulk, low-value exports such as sugar uneconomical and 
reduced potential earnings for other export commodities. In 1982, it 
was estimated that the diversion of traffic from rail to road carriers 
had cost Malawi $12 million, a substantial sum for an economy this 
size. The yearly economic cost will have risen to $25-30 million by 
the end of 1983. The cost of shipping notwithstanding, perhaps the 
most severe impact has been the delay experienced in the receipt of 
essential imports such as fuel and fertilizer. 


In the air transport sector, Lilongwe's new Kamuzu International Airport 
became fully operational in late 1983, making Lilongwe the hub of air 
passenger and freight traffic for the first time since it became the 
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capital city in 1975. The modern handling facilities at the new complex, 
along with its ability to accommodate wide-body jet aircraft, provide 

for the first time adequate capacity to deal with all foreseeable air 
freight requirements. 


II. IMPLICATIONS FOR THE UNITED STATES 


The most promising area for U.S. firms wishing to export to Malawi is 

in thé supply of materials and equipment required for bilateral and 
multilateral development projects. Bids of U.S. origin are specifically 
encouraged for projects funded by the United States Agency for Interna- 
tional Development (USAID) and the World Bank. Sales opportunities also 
exist in supplying equipment and material to the tobacco, tea, and 

Sugar estates, as well as basic implements used for small-scale agri- 
culture. A potential also exists for the sale of equipment used in the 
country's small agro-industrial sector, the best prospects being coffee, 
groundnut, and tree nut processing, canning, and cigarette manufacturing. 
Additional opportunities include supplying farming inputs such as fertil- 


izers and pesticides, heavy transport equipment, chemicals, and electronic 
goods. 


Several industrial projects are under consideration, including a fertilizer 
plant, a cement plant, a hydroelectric project, and a glass works. The 


growing tourist industry offers potential for investment in new hotels 
and recreational areas. 


Investment opportunities are now beginning to emerge within the parastatal 
sector as these government-owned corporations seek to rationalize their 
operations and attract the capital and management expertise required to 
enable them to fully exploit their economic potential. 


It is the policy of the Malawi Government to allow private enterprise 

to flourish with as little government interference as possible. The 
prevailing economic philosophy in Malawi is supportive of market-oriented 
Capitalism. At the same time, opportunities exist for cooperation 
between the public and private sectors. Joint ventures between the 
parastatal companies and private entities are common, but not required 
per se. Establishment of new firms is controlled by licensing require- 
ments specified by the Industrial Development Act. License applications 
are expedited for prospective agro-industrial investors. 


Malawi seeks foreign investment and, to that end, maintains a liberal 
investment system. Royalties, dividends, profits, loan capital, and 

a proportion of personal earnings may be repatriated without restriction, 
although this involves clearances through the Exchange Control Authority. 
Equity capital repatriation is also subject to Exchange Control Author- 
ity review. There are no laws or regulations mandating reinvestment 

of any portion of profits in Malawi. 
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Investment incentives are offered through tax concessions: 10 percent 
initial allowance, 10 percent allowance on capital in the first year, 

a "first cost" allowance (i.e. allowance on expenditures incurred during 
the 18 months prior to commencement of operations), depreciation allow- 
ance, import duty exemption on plants and equipment, and a deduction 

for land improvement and conservation in agricultural investments. The 
new result of the incentive system is that a new investor does not pay 
local taxes for the first few years of operation. In exceptional cases, 
investors may be granted exclusive production rights and tariff pro- 
tection. The United States has an Investment Guaranty Agreement with 


the Government of Malawi; the entire range of OPIC programs is also 
available. 


Personal contact can be essential when competing in the Malawi market. 
A visit to Malawi as part of a southern Africa regional trip would 
therefore be useful. Commercial visitors are invited to visit the 
Embassy while in Malawi. The Embassy staff will make every effort to 
facilitate appropriate. local contacts and provide current economic and 
commercial information. 


* U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:618 











